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In the article the analysis of the processes of formation of disruptive innovations in the
video streaming market on example of Netflix has been done. The role of the company’s
business model in the formation of disruptive innovations has been determined, as well
as the dynamics of its changes, which has been proposed to analyze though divided into
four stages. The fourth stage of the business model was highlighted exactly by the authors,
and let to research the changes in the Netflix business model during the 2020 lockdown,
which allowed the company to attract more customers and to make easier the company’s
transition to a new stage of doing business in the conditions of comprehensive digitalisation
of social life. The evolution of rising of the Netflix company has been researched, since
its foundation and the competitive struggle against Blockbuster, and the transition of
Netflix to disruptive innovations in the video steaming market; the authors have paid
special attention to the continued functioning of the company after huge changes of the
competitiveness landscape of the market. The dynamics of profit of the Netflix company
has been investigated, and the dependence of changes of it’s business model and changes
of it’s profit has been determined. The dependence between renewing of the company’s
business model and the growth of it’s profit has been found. By middle group point
method, the forecast of the profit of the Netflix until 2025 has been made,
recommendations for the further development has been given. As the result of the research,
the authors have made to the conclusion, that the Netflix’s business model allowed
company to become innovative, with disruptive innovations, because it’s business model
allowed the company to offer a new value proposition to customers that did not exist
before and which could not be offered by competitors, who acted within the framework
of the “traditional” view of the video streaming market. Freedom of choice became such
a value for customers, when customers were able to choose what to watch and when,
staying at home — the uniqueness of the approach to creating value by innovation created
an impetus for changes in the market.
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each business; one of the most actual business models
is the subscription model. The subscription model
brings a multitude of advantages for businesses,
including attracting additional customers, generating
additional revenue cash flows, and obtaining a large
amount of customer information that can be used to
personalize a product or service [1, p. 2]. One of the
most well-known and the most performed example
of the subscription model has Netflix company, the
leader of the video streaming market. The digital
model allowed the company to win the competitive
battle against television and “traditional” cinemas,
completely transforming the movie market [2, p. 33],
and through changing competitive landscape. Netflix
“destroyed” existing business standards, becoming a
disruptive innovation, and this is a reason to research
it’s business model, which is one of the best examples
of how digital technologies are changing society.

Thus, the problem is to research the impact of
Netflix’s business model on the formation of disruptive
innovations in the video streaming market. This is
particularly important during the period of
transformation of companies’ business models that
bring significant changes to the philosophy of doing
business and may lead to the emergence of disruptive
innovations on other markets or industries. Disruptive
innovations are leading for improvement of the lives
of consumers as they bring new products to the market.
However, such innovations can also be a threat to
companies that did not recognized the disruptive
innovations, and could be «kicked off» from the market
as a result of competitiveness. That is why it is very
important to research changes of elements of business
models.

Analysis and research of publications

With changes in business technologies and
digitalisation, the interests of scientists, who follow
new trends giving significant attention to business
models researches instead of business plans, are
changing as well. In Ukraine such trends are only
gaining popularity; and scientists such as V. Tkachuk,
S. Obikhod [3], L. Skibitska [4], and others have
been studying these trends. Yu. Bogoyavlenska paid
special attention to digital business models, identifying
their innovative potential in the process of digital
transformation [5]. O. Dziuba, O. Levishchenko, and
O. Bilyous have been focusing their research on the
subscription business model, characterizing the business
model of Netflix; the research identified innovative
metrics that allowed Netflix to remain a market leader
[6]. Among foreign researchers, D. Vidmar and
A. Pucihar investigated the impact of digitization on
the construction of the business model canvas [7].
A. Pucihar and G. Lenart researched the

implementation of innovative business models in small
and medium-sized enterprises in Slovenia [8]. At the
same time, disruptive innovation of Netflix researched
by H. Michael, S. Reitmaier, and M. Chichon; they
identified the potential of Netflix technologies and
the company’s future development prospects [9].
Scientists A. Vinesha have characterized the business
model of Netflix and identified the company’s
technologies as disruptive [2].

At the same time, the impact of business models
transformation on the development of disruptive
innovations remains not too researched area, especially
in Ukraine.

The purpose of the article

The purpose of the article is to research the
dynamics of changes in the business model of Netflix
and to determine its role in disruptive innovations
formation on the video steaming market.

Research methods

The following methods were used in the research:
analysis, synthesis, historical-logical, graphical method,
comparison, economic forecasting, and methods of
induction and deduction.

Presentation of the main material

Digital technologies development in the economy
stimulate business for the most quickly reaction to
changes, namely in the external environment. One
of the methods for responding to changes is
transitioning of accents from business plans with clear
calculations to more flexible and actual business
models. Furthermore, business models change the
approach for understanding the philosophy and mission
of the business, which becomes more and more
customer-oriented and focuses on the value creation
which transforms into the profits [10]. The top of
growth of business models achieves in digital business,
which takes place in fierce competition for customers,
born by the disappearance of geographical limitations
for companies entering the market. Thus, digital
technologies help to transform business models from
an instrument for managing business to a crucial
element of competitive struggle. Competition is an
integral part of doing business, each company facing
with it trying to offer something special to their
consumer. Nevertheless, there are companies that
completely transform the market, leaving competitors
behind or creating a new industry. Disruptive
innovations are appearing, and have dangerous impact
on other companies because they are completely
changing the rules of competitive struggle, and render
previous competitive advantages becomes irrelevant.
Typically, disruptive innovations bring new companies
with a new type of business model to the market that
«blocks» the value of previous models [11]. Disruptive
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innovations often arise in enterprises with advanced
digital technologies, which not long ago were
something “distant” for one enterprises, and were
able to be used by others. It can be said that the
disruption of the market by some companies and the
exit of others is the “price” for avoiding innovation
and refusing to changes. This led for decline such
companies as Kodak, Sears, Borders, Radio Shack,
and Toys R Us, and the growth for others such as
Google, Uber, Lyft, Amazon, Airbnb, SoFi, Warby
Parker, and Bloom Energy [12]. Among the companies
that did not avoid innovation, but instead used these
opportunities to win in competitive battles and change
the values, one can highlight the company Netflix. It
is might be mentioned that Netflix was not initially
created as an innovative or market-disruptive company,
as is most often the case with companies that disrupt
the market. Netflix became innovative as a result of
competitive battles.

Netflix was founded in 1997, and at that time it
was not a disruptive innovation company, although it
brought some novelty to the market. The company
specialized in renting movies by mail, customers
received the desired movie by delivery to home; but
providing movies in this format had many
disadvantages, as the cassettes were large sized, and it
was impossible to do these services cheap and fast
delivered by mail. The possible solution in such
situation could be the sale of DVD discs, and the
problem was that the DVD video rental market was
just beginning to appear, and therefore a very small
number of consumers used DVD [9, p. 395].
Nevertheless, Netflix tried to enter the DVD market,

where it’s main competitor was Blockbuster [9,
p. 396]. Netflix struggled for a long time to compete
in the market but it was unable to avoid pressure
from Blockbuster. It could be said that during this
phase, Netflix was focused on one direction of its
development; and a breakthrough could only happen
when the company stepped back from traditional
methods of competing in the market. The first shifts
in the company’s self-perception goes to 1999, when
Netflix started to use a modified business model and
offered a subscription for its services for the first time
[9, p. 396]. However, at that time, the company was
not able to take all advantage from the subscription
model, as it appeared before technologies that allows
it’s mass usage. But in 2007 the company introduced
the first video streaming for its customers, as a result
of the company’s predicted decline in the DVD video
market [13, p. 7]. At the end of 2008, for the first
time in history, Netflix launched only streaming service
for $7.99 per month, thereby leading the video
streaming market, and the DVD market finally was
left the past [13, p. 8]. Even after Netflix disrupted
the traditional movie rental market, it continued to
fight for it’s place in the competitive struggle, but this
time with different competitors.

Analysis and forecasting of a company’s profit
are very important for effective management and
developing a business strategy aimed on ensuring a
stable level of profit over a long period of time.

The profit obtained by Netflix from Q1 2017 to
Q4 2022 (in millions of US dollars), is presented in
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Netflix Profit from Q1 2017 to Q4 2022, in million USD

Source: authors’ development, based on data from [14]

For better interpretation of the Figure, we’ll
present data in a Table 1.
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Table 1
Netflix profit for 2017—2022 (in million USD)
Quarter | Profit, min.USD | Year | Profit, min. USD Change
. o Absolute, +/- | Relative, %

1Q. 2017 04

2Q. 2017 0.15

3Q. 2017 0.29 2017 125 - -
4Q. 2017 0.41

1Q. 2018 0.64

2Q. 2018 0.85

3Q. 2018 0.89 2018 2.68 1.43 114.40
4Q. 2018 03

1Q. 2019 0.76

2Q. 2019 0.6

3Q. 2019 1.47 2019 4.13 1.45 54.10
4Q. 2019 13

1Q. 2020 157

2Q. 2020 1.59

30,2020 174 2020 6.09 1.96 47.46
4Q. 2020 119

1Q. 2021 3.75

2Q. 2021 2.97

3Q. 2021 3.18 2021 11.23 5.14 84.40
4Q. 2021 133

1Q. 2022 353

2Q. 2022 32

30, 2022 31 2022 12.79 1.56 13.89
4Q 2022 2.96

Source: authors’ development, based on their own research
bl

Netflix is a profitable company that consistently
generates income for its owners. In 2018, compared
to 2017, the company’s income increased by
$1.43 million or 114.40%. In 2019, compared to
2018, the company’s income increased by
$1.45 million or 54.10%. In 2020, compared to 2019,
the company’s income increased by $1.96 million or
47.46%. In 2021, compared to 2020, the company’s
income showed a record increase of $5.14 million or
84.40%.

Netflix’s services used the opportunities from
lockdown, while other businesses got losses. In 2020,
the company changed it’s business model by shifting
from a traditional media company to a technology
company model. The key change was focusing on
creating its own content instead of buying third-parties’
content. This allowed the company to reduce costs
on licensing and increase control over content quality.
Netflix also opened its own film studio and began
developing its own TV shows and movies. Additionally,
the company changed its marketing approach by
focusing on personalized advertising offerings. Netflix
also closed possibility of free trial period for new

users, focusing on developing loyalty programs and
increasing satisfaction for existing users. The company’s
business model is perfectly suited for a situation where
most people around the world are staying at home.
The demand for the service increased, and the number
of subscribers grew by 15.8 million since the beginning
of the year, which led to such a rapid increase in the
company’s income.

In 2022, compared to 2021, the company’s profit
increased by $1.56 million or 13.89%. There is a
trend towards a constant increase in profit. Reasons
for the decrease in the relative change of profit in
2022 by 70.51% were the loss of subscribers after
exiting from the russian market and the increase in
prices in the main markets, namely Canada and the
USA. However, this did not lead to a loss for the
whole year, the company continues to make a profit.

Profit forecasting is important for financial
planning and management, which allows companies
to determine expected revenues and expenses for the
future period, make relevant decisions related to
investments, budgeting, and strategic planning. Profit
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forecasting allows to determinate how a company’s
profit could be increased in the future, which helps to
make decisions regarding increasing production,
business expanding, creating new products, etc. In
addition, profit forecasting allows companies’
management to control financial risks and make
solutions regarding reducing or optimizing expenses.
Therefore, profit forecasting is an important
management tool for business that helps companies
make correct decisions based on expected future results.

The accuracy of the forecast largely depends on
the correctness of chosen method. We had choose
the middle group point method, which is actual when
there is insufficient data for forecasting, and the use
of more complex methods is not feasible. Therefore,
these results serve as a vector for future development,
and can be correct with the attention for the factors.
This approach can be used to obtain both long-term
and short-term forecasts.

The model of average group points is calculated
using formulas (1—3) [19 p. 77]:

y=b,*b,xt, (1)
y - .

=YY (2)
tn_tl

b,=y,—b;xt,, (3)

where t, - is the average meaning of T for 2017—
2019, y, is the average profit for 2017—2019, t, is the
average meaning of T for 2020—2022, and vy, is the
average profit for 2020—2022:

y,=2,69;
y,=9,84;
b1=(9,84-2,69)/(4-1)=2,38, min. USD
b0=2,69-2,38x1;
So, the forecasting equation is: Y=0.303+2.38xT;

The data forecasting based on the middle group
point method we’ll present in Table 2.

Table 2
Data forecasting based on the middle group point
method

Y ear Profit, min. USD T

2017 1.25 0

2018 2.68 1

Acf;t’:] 2019 413 2
2020 6.09 3

2021 11.23 4

2022 12.19 5

2023 14.60 6

Prediction 2024 16.99 7
2025 19.37 8

Source: authors’ development, based on their own research

The forecasting results show a trend of increasing
profit for the company Netflix. The profit will be14.6
million dollars in 2023, it will be 16.99 million dollars
in 2024, and up to 19.37 million dollars in 2025.

To make these forecasting data actual it is
necessary to continue developing and improving
service; it will increase the competitiveness of the
company. As Netflix is one of the most popular
streaming platforms in the world, it still has a great
potential for growth in the future.

We have formulated scenarios for company’s
growth, Netflix level, in digitalisation of economy
conditions:

— content development: to continue to invest in
creating own original content, which will allow to
become more visible on the market and to attract
new users. To continues to invest in big studios to
gain access to their films and serials;

— geographical availability: to expand the
geographical availability can help the company to
attract new users and increase revenue;

— technology development: to improve streaming
technologies, which will provide the best quality video
and audio and reduce playback delays. It might attract
new clients and improve the user experience for existing
clients;

— development of new formats: to develop
interactive content, which will allow to influence to
the scenario and to the ending by viewers. This can
be a key advantage over other streaming platforms.

The company Netflix created a disruptive
innovation which completely destroyed it’s competitors
and created a new market. Nevertheless, its struggle
continues; new competitors appear, and the one who
created a new market can quickly exit from it.
However, Netflix is doing everything to remain the

The role of Netflix’s business model in disruptive innovations formation on the video steaming market
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market leader, and its profitability is constantly growing.
The history of Netflix is not a story about a company
that won once and continued to enjoy the result; it is
a story of constant struggle and improvement. The
experience of this company is unique, and few
companies can disrupt a market, even less to stay in
that market. The most important question is how it
managed to do so. There are many innovative
companies, but not all of them become disruptive,
and many companies fail due to not estimating or
late recognition of disruptive innovations. Netflix
became one of the few companies that succeeded; and
understanding how Netflix reached to disruptive
innovations can be useful for business, both innovative
companies and those who fear not to notice the
disruptive innovations of their competitors in time.

Measurement framework for assessing disruptive
innovations [15] has three groups of indicators:
technological uniqueness, market dynamics, and
external environment. However, it cannot be said
that Netflix can be evaluated only by one of these
groups, as its innovation is not in the technological
breakthroughs. Many industries are shaken due to the
incorrect implementation of business models. Netflix
uses an innovative business model through digital
technologies [16, p. 1]. Therefore, it becomes clear
that the main reason for appearance disruptive
innovations in Netflix is the company’s shift to the
new business model. Netflix uses a new type of business
model, namely, a digital one. Company never tried
to copy other companies’ business models. In case of
choice those routes, it could also be destroyed by
another competitor with a completely new business
model. Instead, the company always tried to improve
its own activity in a distinctive way. This can be
traced back to when the company used to mail DVD
disks and when it digitized movies for transmission
over the Internet [17, p. 63].

To explore the main reasons and «success story»
of Netflix, it is necessary to determine the dynamics
of changes in its business model canvas.

Dynamics of Netflix’s business model changes
allows to make recommendations regarding
transformation business models of other companies.
We’ll highlight such specifics presented dynamics of
changes of business-model:

a) system approach for business model
transformation. The company did not change only a
certain component of the canvas, but almost all it’s
elements — from key areas of activities and key partners
to customer segments. This suggests that companies
that want to switch to a new, innovative business
model need to completely change their existing
business model, across its entire structure;

b) changing customer segments when changing
a product. Netflix did not make the mistake that is
common among many other companies that did not
change consumer segments with the offer of completely
different products. This should be taken into account
by innovative companies: changing the product, you
need to decide who exactly will buy it;

¢) creating a completely new value for consumers,
which became possible only with the further
development of information and communication
technologies. Netflix’s competitors were focused on
developing the traditional direction of this business
and did not notice the new opportunities that digital
technology brought. The company moved to digitize
movies and video streaming, which allowed users to
watch any movie from the comfort of their homes;

d) never try to copy the business model of other
companies. Netflix has always tried to improve its
own activities in its own great way. This can be traced
even when transferring DVDs by mail, as well as
when digitizing films to transfer them over the Internet.

Thus, we can highlight that Netflix has always
been an innovative company that was often ahead of
its time, and it fought a struggle before becoming a
company with disruptive innovations that created a
new market. To these transformations too influenced
the company’s newly developed business model, which
was based on digital technologies. But most
importantly, even after creating a new market and
meeting new competitors, Netflix does not stop using
innovation to maintain it’s leadership image. The
company receives a steady profit and, according to
the received results, will continue to receive it, which
means that it brings to the market what is really
valuable to the consumer.

Conclusions and prospects for further researches

Digital technologies provide the greatest business
KPIs when successfully implemented in the relevant
digital business models. One of the most best examples
of the application of a digital business model that has
helped to effectively use technological innovations and
become the creator of a new industry is Netflix.

The results of the research of the dynamics of
changes in the company’s business model, its history
indicate that the most innovative component of the
development of Netflix was that the approach to
building a business model ahead of its time, even
before the all relevant technologies appeared. The
history of Netflix shows, to what a breakthrough in
the market can be reached in case of the use of a
correctly created business model at the appropriate
time with a focus on consumer needs; and this opens
up new opportunities for development for other
enterprises, where the basis is not so much business
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Table 3
Dynamics of changes in Netflix’s business model canvas
Phase 0 Phase 1 Phase 2 Phase 3 (Since tl'I::%S: ?nnin of
(1997-1999) (1999-2007) (2007-2012) (2012 March 2020) - &
lockdown)
1 2 3 4 5
Key partners
Telecommunication Telecommunication Representatives of creative
U.S. Post; DVD U.S. Post; DVD rovi(ljlerS' providers; industries;

distributors; distributors; P Co Content producers; Film industry;
Content producers; - s : .
Manufacturers Manufacturers » ; Electronic companies; Animated film studios;

Electronic companies - . .

Television Big data companies
Key areas of activity
Production of films and
serials;
Development of
Marketing; Ma_rketmg; Marketing; Marketing;
I : Innovative products;
nnovative products

Data analysis

Innovative products;
Data analysis

Data analysis; Production;

technologies for streaming
content;

Licensing Marketing activities;
Cooperation with producers
of various content and buy
the right to show it
Key resources
Algorithms; Cloud seglces;
. -~ . - . Algorithms; Streaming; Bine
Mail and mailing [Mail and mailing service PR = Content;
. . Streaming; Content; . .
service Algorithms . Big Data analysis
Content Brand; .
Clients 'tech nglogl;s,
Artificial intelligence
Value proposition
Price; Prlce.; Price; Price;
[ Innovation; o o Access to new content;
Innovation; Vatietviol content: Innovation; Innovation; Availability:
Fast and easy DVD y : Variety of content; \Variety of original content;| ULy
) Fast and easy DVD o oy Inclusivity
delivery system . Availability Availability
delivery system
Customer Relationships

Self-service

Self-service;

Updated system of
Self-service Self-service Self-service recommendations;
Social networks;
Chatbots
Promotion channels
U.S. Post; U.S. Post; Set-top box for video games; Website; WebSIte;
. . X . Social networks;
Email Email Website Any device
Instant messengers
Customer segments
Movie lovers who : : Movie lovers who were
Movie lovers who are |Film lovers who are open to . .
are open to . ; g . ~| Global movie lovers; [forced to stay at home due to
. A open to innovation and | innovation and technology; .
innovation and hp Brands lockdown,;
technology Early admission to the EU
technology Brands
Cost structure
Marketing; Marketing Marketing; M'arket.l g Production of own content;
: it : : P o Licensing; s
Licensing; Licensing Licensing; . Marketing;
. . .| Servers and technologies; : 2
Newsletter; Management and Servers and technologies; A Licensing;
e . Production;
Management and administration Research; M Servers;
S Je anagement and
administration; Research Management and o o Technology and
o R administration;
Research Newsletter administration development
Research
Revenue streams
Rental of films;
Delivery; - - Subscription; Subscription;
Free for long-term pUbserption DubsEHption Promotional fees Promotional fees
rental

Source: authors’ development, based on data from [17, pp. 66-73; 18]
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plans, but the client and the value he receives. Without
customer loyalty, no company can win on a
competitive market, much less disrupt one market
and create another, such as disruptive innovations
formation on the video streaming market; and the
model chosen by Netflix gave customers another value
— freedom of choice.

Netflix’s business model will continue to be one
of the factors for further creating disruptive innovations
not only in terms of forming them on the video
streaming market, but also in other markets. Without
updating business models, companies will not be able
to see new value for the consumer and realize this
value. This once again proves the importance of the
need for each company to create a business model,
which will be adequate time and demands.
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POJIb BIBHEC-MOJEJI KOMIIAHI{ NETFLIX ¥
®OPMYBAHHI PYUHIBHUX THHOBAIIIN HA
PUHKY BIJEOIIEPELIALY

boiixo JI., Kaaencokuii B., bozoseaencoka IO., Tpycosa H.

Y emammi npoananizoeano npouecu gpopmyeanus pyiiHie-
HUX [HHOBQUIU HA PUHKY eideonepeansidy Ha NPUKAAOl KOMNAHII
Netflix. Busnaueno ponv 6OizHec-mooeni KOMNAHii y (opmyeanHi
DPYVUHIBHUX [HHO8AUII ma pO32AAHYymMo OUHAMIKY ii 3MiH, 3anpono-
HOo8aHO ii ananizyeamu uepes nodin Ha womupu emanu. Yemeep-
muii eman 6izHec-modeni 6y6 GUOKpeMACHUIl came asmopamu i
doszsonue docaioumu 3minu 0iznec-modeai Netflix nio uac nokoa-
yHy 2020 poky, saka 00360auna KOMAAHII 3aiydumu uje Oinbuty
KIAbKICMb KAIEHMI6 Ma CNpOCMuAa nepexio KOMRaHii 00 HO8020
emany 6edenHs Oi3HeCy 6 ymMogax 6cebiuHoi yupposizayii cycninb-
Ho20 cumms. Y cmammi 00caiONceHo esontoyilo cmanogieHHs
rxomnanii Netflix, nouunarouu i3 ii 3aCHY8aHHA MA KOHKYPEHMHOI
o6opomwvou npomu Blockbuster, ma nepexodom Netflix do pyiinis-
HUX [HHOBAUIU HA DUHKY i0eonepeensdy; a8mopu 36epHYAU 0CO0-
AUBY Y8az2y HA NPOO0BICEHHS (DYHKUIOHYBAHHA KOMNAHII nicas
BHAYHUX 3MIH KOHKYPeHmH020 Aandwapmy na punky. Odnouac-
HO 3 yum docaiddceno ounamixy npudymrosocmi komnanii Netflix,
BUBHAYEHO B3AEMO38 A30K MIdiC 3MIHOI0 [T Gi3Hec-Mmo0eni ma 3mMiHOK
npubymky. 3HAUO0eHO 3anedCHICMb MIJC OHO8ACHHAM Oi3Hec-Mo-
deai Komnawuii ma 3pocmauHsm ii npubymky. 3a 0onomozor me-
mody cepeoHix epynogux mo4ok no6y008aHo npocHO308aHe 3HA-
uenns npubymky xkomnanii Netflix do 2025 poky ma Hadano pe-
KoMeHOayii wodo nodaavuio2o po3eumky Komnawii. B pesyib-
mami Q0caiddceHHs: agmopu Npulwau 00 BUCHOBKY, W0 came
oiznec-modenv komnaii Netflix dozeonuna iti cmamu iHHO8aUili-
HOK KOMNAHIEN, 3 PYUHIGHUMU [HHOBAUIIMU, adice CMEopula
HOBY UIHHICHY NPONO3UUII0 KAIEHMAM, SKOI He ICHY8ano 00 moeo
uacy i Kol He Moeau 3anponoHy8amu KOHKYpeHmu, SKi Oisiu 6
pamkax “mpaduyitino2o” noaasdy Ha puHok eideonepeensdy. Ta-
KO YIHHICMIO 015 KAIEHmMie cmana ceo000a eubopy, Koau KaieHmu
cami 3moenu obupamu, wo M OueUMUCS | KOAU, 3AAUUIAIOYUCD
6doma, — YHIKAAbHICMb nioxody 00 CMEOPeHHs WIHHOCMI [HHO-
8auicr0 CMBOPUNO IMNYALC OSL 3MIH HA PUHKY.

KawuoBi caoa: uudposi 6i3Hec-moneni, uudposi
TEXHOJIOril, pyiHiBHI iHHOBallii, Moaenab mignucku, Netflix.
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In the article the analysis of the processes of formation of
disruptive innovations in the video streaming market on example
of Netflix has been done. The role of the company’s business
model in the formation of disruptive innovations has been
determined, as well as the dynamics of its changes, which has
been proposed to analyze though divided into four stages. The
Sfourth stage of the business model was highlighted exactly by the
authors, and let to research the changes in the Netflix business
model during the 2020 lockdown, which allowed the company to
attract more customers and to make easier the company’s transition
to a new stage of doing business in the conditions of comprehensive
digitalisation of social life. The evolution of rising of the Netflix
company has been researched, since its foundation and the
competitive struggle against Blockbuster, and the transition of Netflix
to disruptive innovations in the video steaming market; the authors
have paid special attention to the continued functioning of the
company after huge changes of the competitiveness landscape of
the market. The dynamics of profit of the Netflix company has
been investigated, and the dependence of changes of it’s business
model and changes of it’s profit has been determined. The
dependence between renewing of the company’s business model
and the growth of it’s profit has been found. By middle group point
method, the forecast of the profit of the Netflix until 2025 has
been made, recommendations for the further development has
been given. As the result of the research, the authors have made to
the conclusion, that the Netflix’s business model allowed company
to become innovative, with disruptive innovations, because it’s
business model allowed the company to offer a new value proposition
to customers that did not exist before and which could not be
offered by competitors, who acted within the framework of the
“traditional” view of the video streaming market. Freedom of
choice became such a value for customers, when customers were
able to choose what to watch and when, staying at home — the
uniqueness of the approach to creating value by innovation created
an impetus for changes in the market.

Keywords: digital business models, digital technologies,
disruptive innovation, subscription model, Netflix.
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